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IR DISCUSSIONS WITH EZEUROPEANS
SR CN PIPELINE SANCTIONS
B A
_ﬁ%ﬁkv@.s."at:atagy for resolving the sanctions impasse while
'L\;;@-achiaving our objectives should be implemanted in two steps:
; ;i.' y Clagification. Within the Administration, the

;i i-%98Ults of the IG on U.S5.-Soviet relations as well as the new
t- ¢ information gsnaratad by CIA'S SNIE on the Siberian pipeslinas
iy 3pould be uaed to develop policy on the entire range of
. Zast-Waest sconomic issues. Fundamental elements of the
- Mministzation policy should include:
ieri= 1) paguesting U.S8, banks to develop adaquate 10S3 reserves to
SERNT Cover a Polish default (the Kasten Amendment reguiring the
Prsaidant to stop payment of CCC credits if privata banks
i rafusw to daclare Poland in default was enacted as part of
' the ?Y 1982 Bupplemental Appropriations Act. The President
: can continua to make payments, but ha must certify to
Congr»9s that to do s0 is in the national security
interestas of the U.S.);

adopting a clsar policy regarding licensing of oil and.gas
aguipmant and technology to the USSR whith would be
inplamentad evan if the situation in Poland improves:
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5J13J"‘c¢mﬁuni=atinq, en the basis of naw information, to
. Europeans, our strong sscurity and moral ostjections to the
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q:; pipeline 23 a prelude to insisting on limiting the pipeline
oy ta “td ®one strand; and

making claar to.ouz Allies that:
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hﬁ x§g "= 7 wa intand to enforce our regulations and may escalate
i b ‘ tha penalties if violations continue to occur, and
g any audbstitute package of sanctions will have to meet

[
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oo K o the twin criteria of effactivensss (e.g. restraining
ot e Sovist_hard currency earnings. and economic leverage
_— _ over the West) and equity in burdensharing.
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@ §$ C3hap 13 e idagatiations With Allies, Tha Europeans now
CidindPPraciaty €@ axtant [o which ths U.S, 43 Preparad to go to
T gt

t
r0forca Praaidential decisions on oil and gas sanctions.
| Zhezaloxy, U.3. nagoriators are in a strong position to achieve
v domathing maaningful in the Bast-West trade area, especially if
i'Wﬁ demonstrats £laxibility on the sanctions.

Cy R - .
~imhmiw§ha following could pe the 2lements in an accsotable sudbstitute

: | eckage of sanctions:
R
CUH e Zuropeans would agres to:
I :
'!?TJ“Q hasp puichasa of natural gas from Urengoy pipeline to

mipiaum lavala (30 BCM/yr,);

) Public agsasurances not to participate in any manner in
Conadktrutilion or purchase of gas from a second pip2line
ghrapnd;

Fripeng Adp9tinn at Octobay COCOM meefing of no axceptions policy
on 911 and ga3 technology and a narcow list ol.critionl oil
and gaw squipmant, (2.9. Srilling/workovear rigs vapable
Baiow 19,500 Jaa2t, high Pressucs valves/blow-outb
DeAIntora/Chriatmas trees, 1lo9ging egulipment, pipaline
ohnkIola okc.); ‘

LrAge Wilp the Bast with view toward tn2 formalization of
COCOM a3 a traaty organization {wsuld include establishing
a COCOH ascratariat, increasing tha budget and modernizing
thy Lastictucion);

!
I AScepr a3 a priority matter the major U.S., proposals now
: P¥nding in COCOM for revision of the control list;

D Upgrading of an Economic Commiites within NATO to regularly

raviaw stratagic considerations r=lating to East-West
tgade, {#.9, subsidization of Soviet economy including

leval of cradits, possible default of Poland, GDR =2te¢,); and

D A Phased in tarmipation of all government guarantead and
supaidizad credits to the USSR (a variant of this approach
might bae immediate termination of guch credits for ths

-U33R’3 nins dafanze priority industrias).
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A ) Trzminate the temporary denial orzders angd 3top the
! T davastigationd now uUnderway against the three Buropean
Ldgm3 {LCravusot~Loire, Muovo Pignon2, and John 3rown
D Snginewsding, and the on2 Buropean U,S. subsidiary,
: Drodsag=france);

to honor such contracts (In the svent that the USSR meets :
the thzay NATO Council conditiona for the lifting of f
sanceions, oil and gas contracts signed after December 13,
' 1931 could bw £11124, The Alliance could also offer Poland i
i & Datsagw ol tachnical and financial assistance.);
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CAMERON IRON WORKS

.

Lamaron Iron Worka, Inc. is a Houston based intaernational stesl

Vi BoMpaAny, ongaged in the design, manufacturz and marketing of a broad

zange ol 911 topla, Hall valves, and forged sieal Droducts,

oy A9proximazaly 703 of their sales involve surface control aguipment

ot the drilling and producing of o0il gas wells. Camecon and its

vy Subaidiaclas have melting and forging facilities in the U.S. and
Cnomoweetland, apnd major oil tool manutacturing plants in Scotland,

spgland, ¥Francs, Cermany, Singapore, Mexico, Argentina, Venezuela
Aand Canada, ,

13l Tn Marsh 1982, Camaron's German subsidiary obtained Soviat orders

29r oll apd 9as% wall Arilling and production control eguipment
v toralling approgimataly 5100 million. The company maintains that
Comonm 0of it waas dastined for the Sovist Union to Western Europe
C Bipmlina,

“n# Prasident’s June sanction ordsrs prohibits the export of oil and
p J4a% aquipment by U.5.-owned foreign subsidiaries. Camsron's

. subdtldiazy novw finds itself in an extrumely difficult position for
SAleiple gaxasons:

. iz will lome 3100 wmillion in sales 1f the .contract is
ganseliad, Machinoimport/USSR has informed Cameron's
sunaidiary that it expected a reply by Seotember 17, 1982,

Lo ©n whnathar shipments would shark in July 1382, as spacified

under contrackt,

e 2, iz 2aves substantial cancallation penalti=s totalling

arpeaiimataly 53 million.

L
°

subeidiary, the USSR can sesk acbitration in 3Swadish
¢ourts, In addition to damages, Swedish law also providaes
29¢ apeciiic performance, Th= subsidiary will thus be

f; : faced with not only substantial cancellation penaltias, but

“ill most probably be forced to provide the eguipment for
which it has contracted.

a 4. Cameron's subsidiary may face other consegusntial and

punitive damages by its subcontractors in Pranca and
Oarmany, whn were to supply paris and services for the
vontracted 2guipment.

5, it has alrmady invested approximatzaly 315-20 million for
peaduction of the contracted squipment. If it cannot ship,
2% will be Jl2ft with axcaess inventoriess whicsh cannot bw

5; ‘ $a444ly aold duz to lack of demand; a3 wall a3 wide

avallability of she squipment Zrom alternate guppliars,
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P . . . . :
RN . e la undar shrong prassuce from the German Governmant to :
fionor it3 current contract obligations. ?

7. 909 parkat for Cameron's products is hignly compatitiva
Liay havay worldwide competitors who are neither owned not
Lizenaad by U.5, companizs.,

3. ursantly, they have no procadurzs whareby they can ap»=2al
. Shalz cass with the U.5. Government.,

C b radthough Camaron'a dilemma i3 representative of similar Droblams
L Hmronting sevaral U.S. companies, thers is a particular urgency
St lagtendant on thair situation. 'Their Garman supsidiary has been
11akad by Hachinoimport o respond this wask with a declaration as to

;o1 undther OX not Bhaey will fulfill the t»rms Of the contrack.
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TLAOPEZAN
SUDIIDIARY

Benaor, 8.V,
{Hatharlanda)

FMC Europs
{Fcanca)

SBaxrman
Dubasldlary

PUTHGLIAL TRACTDPTIONS
BEQUIPMENT WALUFR
Gerophones &% $BD0,0DO
Cables '
Soare parts

0il field $300,000

equipment

oil and gas
driliing and
production
control
egquipmant

3100M
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ar&wwﬁ Irom public commants received in response 1o June 24, 13373,
aﬂava? Reglater noticy of sanctions.
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